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On June 17 in Quito, Peruvian officials told Andean Pact nation counterparts that Lima is "not
prepared to continue abiding by" Pact agreements. Andean Pact member-nations are Bolivia,
Colombia, Ecuador, Peru and Venezuela. According to Miguel Rodriguez, president of Venezuela's
Foreign Trade Institute (cabinet level), the meetings, which began June 15, came to an "abrupt" end
following the Peruvian decision. Cabinet ministers were meeting to assess obstacles which have
prevented the full operation of a regional free trade zone, to define a common tariff on external
imports, and to discuss the possibility of a trade agreement between Mexico and Andean Pact
nations. Delegates of the other four nations approved a partial external tariff (AEC), the beginning
of a free trade zone effective July 1, and to negotiate a trade accord with Mexico. Peru said it could
not possibly comply with the free trade zone and the AEC. Although the Cartagena Agreement
requires consensus, the four nations planned to implement the decisions in a de facto manner.
Colombia and Venezuela have implemented the free trade zone rules for the past six months.
Bolivia and Ecuador will join in July. Eighty percent of products under the AEC have been approved,
and the remaining 20% will be dealt with in 1994. In Quito, Peruvian Economy Minister Carlos
Bolona blamed Venezuela for Peru's decision. Caracas suspended diplomatic relations with Lima
following President Alberto Fujimori's decision to dissolve the congress on April 5. On June 22 in
Lima, Bolona said his government would have voted against the AEC regardless of the diplomatic
conflict. According to Bolona, the Andean Pact was based upon a protectionist model which runs
contrary to the economic policies of Fujimori's government. He added that integration with Andean
Pact partners "would commit us to a limited market within a block of countries that don't differ
very much from Peru in terms of principal products." Next, Bolona said that within the Andean
Pact "we would not be able to exploit our comparative advantages as a country and promote
growth and development via exports...We need to open Peru to the rest of the world, especially to
developed nations, whose markets have greater buying potential." Bolona also criticized the system
of differential tariffs and exemptions adopted by the Pact as damaging to Peru. He added, "We have
proposed a flat 15% import duty, while our regional partners want to impose a protectionist scheme
with tariffs ranging between 5 and 40%...This runs contrary to our development model." Industry,
Trade and Integration Minister Jorge Camet had previously advocated Peruvian participation in
the regional common market scheme. He now shares Bolona's perspective. According to Camet,
"In July the Andean Pact will meet again. If we are unable to convince our regional partners to
adopt a modern and open economic model, then we will have to re-evaluate our participation in the
process." On June 23, Minister Bolona told reporters in Lima that the government is studying the
advantages and disadvantages of abandoning the Pact. He pointed out that Chile which withdrew
over two decades ago has achieved great success in the world market without the Andean Group.
Camet pointed out that 30% of Peruvian trade is conducted with the US; 30% with Europe; 20%
with Asia, and only 10% with Andean Pact member-nations. The previous week, Prime Minister
Oscar de la Puente announced that Peru would not participate in the next Cartagena accord council
meeting because the break in diplomatic relations with Venezuela has not been resolved. On June
24, Ecuadoran Industry, Trade and Integration Minister Juan Falconi announced that Quito will not
join the free trade zone on July 1. At a summit in December, Ecuadoran President Rodrigo Borja
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had agreed to do so. Colombian Foreign Trade Minister Juan Manuel Santos said the decision was
predictable since Borja's mandate ends in August. He added, "I believe the new government will
enter into negotiations with the Andean Pact, because alone Ecuador cannot survive." According
to Santos, the Ecuadoran announcement does not change the Andean Pact's situation. On June 28,
Peruvian economist Jorge Gonzalez former vice president of the Andean Development Corporation
(Corporacion Andina de Fomento-CAF) told reporters that Peru must remain in the Pact. He called
on the government to take into account financing, physical integration, and political and economic
cooperation, "not only trade." Gonzalez said references to Chile, which withdrew in the 1970s, are
not relevant, because conditions are entirely different in the 1990s. Next, Gonzalez asserted that
while the Andean Pact integration process has not resulted in great progress in trade, substantial
achievements have occurred in the "financial area." He said, "The CAF and the Andean Reserve
Fund (FAR) were the only organisms that loaned money to Peru during the last years of the previous
government, and in the first year of the current administration." Gonzalez described consideration
of diplomatic problems such as the one with Venezuela in meetings for trade negotiations with
Pact member-nations as an error. He added, "This problem has other channels for solution, such
as the Foreign Ministry or meetings of heads of state." The economist pointed out that economic
blocs or multilateral groups consistently exercise greater influence and bargaining power in the
international arena. He mentioned the European Economic Community, the US and Canada,
and Japan and the "Asian Tigers." According to Gonzalez, "going it alone" is no longer a viable
option, particularly in the case of a small or economically weak nation. Manuel Moreyra, former
central bank president and senator in the dissolved congress, said abandoning the Andean Pact will
hardly resolve Peru's severe economic problems. In Moreyra's view, Peru must correct "internal
distortions," particularly trade and balance of payments deficits, in such a way as to permit well-
organized financing of economic development. The real dilemma, he added, becomes one of
ensuring that economic integration is beneficial via application of appropriate domestic policies.
After criticizing the Peruvian government's "anti-export" policies of the past 30 years, Moreyra
said Lima cannot expect Andean Pact partners to drop all export subsidies. Peruvian exporters, he
asserted, are at a disadvantage vis-a-vis Andean Pact counterparts because of long-term government
neglect. In 1991, Peru imported nearly US$550 million worth of goods from Andean Pact nations
(16% of total exports). Peruvian exports to Andean partners were valued at US$269 million. (Basic
data from Spanish news service EFE, 06/17/92; Notimex, 06/23/92; Inter Press Service, 06/17/92,
06/22/92; Agence France-Presse, 06/17/92, 06/24/92, 06/28/92)
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